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The following is a report of operations and affairs of the BESSEMER AND LAKE ERIE RAILROAD 
COMPANY for the year ended December 31, 1972. 

I should like to express my appreciation for the cooperation and efforts of officers and employees 
who year after year continue to make the B&LE the fine railroad that it is. 

M. S. TOON 

President 


Pittsburgh, Pennsylvania 
March 1, 1973 
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REPORT OF INDEPENDENT ACCOUNTANTS 


TO THE BOARD OF DIRECTORS 

BESSEMER AND LAKE ERIE RAILROAD COMPANY 

In our opinion, the accompanying balance sheets and the related statements of income and retained 
income and of changes in financial position present fairly the financial position of Bessemer & Lake Erie 
Railroad Company at December 31, 1972 and 1971, the results of its operations and the changes in financial 
position for the years then ended, in conformity with generally accepted accounting principles consistently 
applied. Our examinations of these statements were made in accordance with generally accepted auditing 
standards and accordingly included such tests of the accounting records and such other auditing procedures 
as we considered necessary in the circumstances. 


PRICE WATERHOUSE & CO. 


Pittsburgh, Pennsylvania 
January 26, 1973 
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BESSEMER AND LAKE El 


ASSETS 


CURRENT ASSETS: 

Cash. 

United States Government and 

other marketable securities at cost (approximates market) 

Receivables. 

Materials and supplies (at lower of cost or market). 

Total current assets. 


PROPERTY INVESTMENTS: 

Properties (Exhibit JY) . 
Less - Depreciation . . . . 


OTHER ASSETS AND DEFERRED CHARGES 


BALANC 


December 31, 


1972 

1971 

$ 451,174 

$ 453,087 

11,354,559 

8,432,521 

9,868,371 

11,375,769 

5,646,024 

6,442,007 

27,320,128 

26,703,384 




118,160,247 

118,933,508 

44,941,989 

44,437,437 

73,218,258 

74,496,071 


1,821,994 

3 85,736* 

$102,360,380 

$101,585,191* 




* Restated to conform with current classifications 
(See notes to financial statements) 


i 
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*IE RAILROAD COMPANY 
E SHEET 


EXHIBIT I 


LIABILITIES AND SHAREHOLDERS’ EQUITY 

December 31, 

1972 1971 

CURRENT LIABILITIES: 

Accounts payable.$ 10,412,616 $ 9,782,357* 

Employment costs payable (except railroad retirement taxes). 1,971,878 1,892,640* 

Accrued taxes. 2,715,241 3,996,544 

Total current liabilities. 15,099,735 15,671,541 

OTHER LIABILITIES AND RESERVE FOR SELF-INSURED LOSSES. 308,719 357,383 

LONG-TERM DEBT DUE AFTER ONE YEAR: 

First mortgage, 27/8%, Series A Bonds, due December 1, 1996 . 5,798,000 6,267,000 

Less-unamortized discount. 13,014 16,194* 

— bonds held in treasury. 1,917,000 1,761,000 

Net long-term debt. 3,867,986 4,489,806* 

Total liabilities. 19,276,440 20,518,730* 

DEFERRED FEDERAL TAXES ON INCOME. 7,230,470 6,349,658 

SHAREHOLDERS’ EQUITY: 

Capital stock: 

Common-no par-authorized and issued-10,000 shares. 500,000 500,000 

$3cumulative preferred-$50 par-authorized and issued-40,000 shares .. 2,000,000 2,000,000 

$1.50cumulative preferred-$50 par-authorized and issued-200,000 shares. 10,000,000 10,000,000 

Total capital stock. 12,500,000 12,500,000 

Retained income (Exhibit H). 63,353,470 62,216,803 

Total shareholders’ equity. 75,853,470 74,716,803 

$102,360,380 $101,585,191* 
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EXHIBIT II 


BESSEMER AND LAKE ERIE RAILROAD COMPANY 
STATEMENT OF INCOME AND RETAINED INCOME 


REVENUES 

Operating revenues. 

Non-operating income (net) 


COSTS 

Operating expenses: 

Maintenance: Way and structures. 

Equipment. 

Transportation. 

Rental of equipment (net). 

All other. 

Interest on debt and other fixed charges. 

Taxes other than state and federal income taxes 


Income before taxes on income 
TAXES ON INCOME 
Federal: 

Current. 

Deferred. 

State . 


NET INCOME . . . 
DIVIDENDS PAID 


Preferred: 

$1.50 cumulative preferred 
$3.00 cumulative preferred 
Common. 


RETAINED INCOME 

Additions in year. 

At beginning of year. 

At end of year (Exhibit I). 

* Restated to conform with current classifications 
(See notes to financial statements) 


Year Ended December 31 # 


1972 

1971 

$47,600,188 

$48,577,187 

861,675 

377,089 


48,461,863 48,954,276 


7,769,397 

5,412,367 

10,505,918 

7,926,058 

12,014,129 

11,963,320 

309,715 

633,230 

4,432,958 

3,656,107 

122,067 

132,600 

2,906,745 

2,687,341 

38,060,929 

32,411,023 

10,400,934 

16,543,253 


3,653,068 

880,812 

310,411 

6,619,735* 

724,117 

1,165,171* 

4,844,291 

8,509,023 

5,556,643 

8,034,230 

(299,976) 

(120,000) 

(4,000,000) 

(299,976) 

(120,000) 

(4,419,976) 

(419,976) 

1,136,667 

62,216,803 

7,614,254 

54,602,549 

$63,353,470 

$62,216,803 
























































EXHIBIT HI 


BESSEMER AND LAKE ERIE RAILROAD COMPANY 
STATEMENT OF CHANGES IN FINANCIAL POSITION 

Year Ended December 31, 
1972 1971 

Additions to working capital 

Net Income.$ 5,556,643 $ 8,034,230 

Add - Depreciation. 1,901,905 1,886,986 

Deferred taxes on income. 880,812 724,117 

Proceeds on sale of property in excess of profit on retirements. 513,765 258,414 


Total additions. 8,853,125 10,903,747 


Deductions from working capital 

Additions to property and equipment. 1,137,857 1,941,406 

Dividends. 4,419,976 419,976 

Reduction in net long-term debt. 621,820 13,989* 

Miscellaneous deductions. 1,484,922 303,049* 


Total deductions. 7,664,575 2,678,420 


Increase in working capital.$ 1,188,550 $ 8,225,327 


ANALYSIS OF CHANGES IN WORKING CAPITAL 

Working capital at beginning of year.$11,031,843 $ 2,806,516 

Increase (decrease) in current assets: 

Cash. (1,913) (216,353) 

U.S. Government and other marketable securities. 2,922,038 5,545,582 

Receivables. (1,507,398) 5,329,206 

Materials and supplies. (795,983) 1,552,075 


Total. 616,744 12,210,510 


Increase (decrease) in current liabilities: 

Accounts payable. 630,259 2,860,172* 

Employment costs payable (except railroad retirement taxes). 79,238 382,736* 

Accrued taxes. (1,281,303) 742,275 


Total. (571,806) 3,985,183 


Increase in working capital. 1,188,550 8,225,327 


Working capital at end of year.$12,220,393 $11,031,843 


* Restated to conform with current classifications 
(See notes to financial statements) 
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BESSEMER AND LAKE ERIE RAILROAD COMPANY 


NOTES TO FINANCIAL STATEMENTS 

SUMMARY OF PRINCIPAL ACCOUNTING POLICIES 
Income Recognition 

Revenues from transportation services performed and related costs are included in income when services 
are rendered to the customer. 

Wear and Exhaustion of Facilities 

The Company keeps its accounts in accordance with the rules and regulations of the Interstate Commerce 
Commission, which require that depreciation be recorded in the accounts at rates prescribed or approved 
by it. For federal income tax purposes, however, additional amounts of depreciation have been deducted 
for certain facilities as permitted by Certificates of Necessity or by the Internal Revenue Code of 1954. 
For purposes of its annual report to shareholders, the Company has transferred to accumulated depreciation 
the excess depreciation and amortization deducted for federal income tax purposes over amounts allowed 
under rules and regulations of the Interstate Commerce Commission for years prior to 1968. Since 1968, 
depreciation expense has been calculated by the straight line method and appropriate provision has been 
made for deferred income taxes. Net gain or loss on retirement or sale of assets is charged or credited to 
income. 

Facility Improvements and Maintenance 

In accordance with Interstate Commerce Commission track accounting regulations, rails, ties and other 
track materials are not depreciated. The Company follows an acceptable alternate practice of “replacement” 
accounting for rails, ties and other track materials. Under this method, replacements in kind are expensed 
and only improvements and additions are capitalized. 

Cost of repairs and maintenance of other facilities are charged to operations when and as incurred. 
Income Taxes and Investment Credit 

The Company is included in the consolidated federal income tax return filed by its parent; however, the 
tax provisions are the approximate amounts which would be computed by the Company on a separate return 
basis and the amounts so determined are payable to its parent. 

The Interstate Commerce Commi ssion does not permit the recognition of deferred taxes on income. However, 
depreciation is recognized in different time periods for income tax and financial reporting purposes and 
accordingly for purposes of its annual report to shareholders, deferred income taxes are recorded to cover 
this timing difference. 

Priorto 1972, the Interstate Commerce Commission required the use of the flow through method of account¬ 
ing for Investment Tax Credit. Effective January 1, 1972, the Commission revised its rules for accounting 
for investment credit to permit the election of either the flow through method or the deferral method. 
Beginning in 1972, for Interstate Commerce Commission purposes, the Company elected to defer the 
Investment Credit over the average life of the assets, but continues to use the flow through method for 
purposes of its annual report to shareholders. 
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Pensions 


Pension costs are determined by an independent actuary, based upon various actuarial factors and an 
actuarial method under which both current and unfunded past service costs are funded over the future on a 
combined basis by payment into pension trusts. A portion of the appreciation in the market value of the 
assets of the pension trusts is taken into account in a systematic manner. From time to time actuarial 
factors are adjusted in light of actual experience. 

Casualty Losses 

The Company is for the most part, a self insurer of its assets against fire, windstorm, wrecks, property 
damage and related losses. 

LONG TERM LEASES 

The Company has entered into several lease agreements which provide for the leasing of certain locomotives 
and freight cars. The terms of the leases range from 12 to 18 years and the Company has the option to 
purchase such equipment at an amount equal to the appraised fair market value at the end of the lease 
periods. The Company is responsible for the payment of all taxes, insurance and maintenance associated 
with the equipment. 

Costs forexisting leases will amountto approximately $3,900,000 annually forthe years 1973 through 1977. 
1972 AND 1971 AMOUNTS FOR SELECTED ITEMS 


Provision for depreciation 

1972 

$1,901,905 

1971 

$1,886,986 

Current investment credit as a reduction of 
federal income taxes 

235,000 

125,000 

Amortization of pre 1968 investment credit 
as a reduction of federal income taxes 

123,060 

123,060 

Pension cost 

1,029,000 

1,055,000 

Long term lease expense 

3,500,000 

1,300,000 

Net income Interstate Commerce Commission basis 

5,346,931 

6,403,786 
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BESSEMER AND LAKE ERIE RAILROAD COMPANY 
PROPERTY CHANGES DURING THE YEAR 1972 


EXHIBITED 


Road property. 

Equipment: 

Diesel locomotives. 

Freight train cars. 

Work and miscellaneous equipment 

TOTAL EQUIPMENT. 

Miscellaneous physical property . . . 

TOTAL PROPERTY. 


Balance 
December 31 
1971 

Additions 

$ 54,594,218 

$ 651,457 

9,699,713 

23,555 

47,528,198 

246,756 

1,501,200 

214,220 

58,729,111 

484,531 

5,610,179 

1,869 

$118,933,508 

$1,137,857 


Retirements 

Balance 
December 31 
1972 

$ 404,056 

$ 54,841,619 

708,338 

630,519 

140,813 

9,014,930 

47,144,435 

1,574,607 

1,479,670 

57,733,972 

27,392 

5,584,656 

$1,911,118 

$118,160,247 


UNITS OF EQUIPMENT OWNED AND LEASED 


Total Owned 


Owned Leased and Leased 



Dec. 31 
1971 

In¬ 

stalled 

Retire¬ 

ments 

Dec. 31 

1972 

Dec. 31 
1972 

Decern 

1972 

ber 31, 

1971 

Locomotives - Diesel: 

Freight (Units). 

17 

- 

- 

17 

- 

17 

1 

17 

1 

Switching. 

1 

- 

- 

1 

— 

Multiple purpose. 

39 

_ 

4 

35 

18 

53 

57 

Total 

57 


4 

53 

18 

71 

75 

Freight train cars: 

Hoppers. 

4,703 

29 

59 

4,673 

1,968 

6,641 

6,321 

Gondolas. 

1,408 

— 

35 

1,373 

425 

1,798 

1,433 

Ore hoppers. 

623 

- 

- 

623 

- 

623 

623 

Box cars. 

203 

- 

11 

192 

- 

192 

203 

Other. 

275 

— 

12 

263 

1 

264 

275 

Caboose cars. 

27 

- 

- 

27 

9 

36 

36 

Total 

7,239 

29 

117 

7,151 

2,403 

9,554 

8,891 

Company Service cars. 

78 

3 

4 

77 

— 

77 

78 

Piggy - back trailers. 

8 

- 

8 

- 

- 

- 

8 
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BESSEMER AND LAKE ERIE RAILROAD COMPANY 
Comparative Statistics on Operations 1972 vs. 1971 




1972 

1971 

Increase 

(Decrease) 

Miles of first track operated. 


220 

220 

- 

Tons - Revenue freight - North. 

South . 


12,305,420 

16,296,408 

13,354,558 

15,196,544 

(1,049,138) 

1,099,864 


Total 

28,601,828 

28,551,102 

50,726 

Non - revenue freight. 


55,407 

27,426 

27,981 


Grand Total 

28,657,235 

28,578,528 

78,707 

Carloads - Revenue freight - North. 

South. 


179,110 

190,768 

207,522 

184,676 

(28,412) 

6,092 


Total 

369,878 

392,198 

( 22,320) 

Tons one mile - Revenue freight - North . 

South . 


1,165,615,886 

1,175,164,434 

1,294,924,250 

1,150,246,351 

(129,308,364) 

24,918,083 


Total 

2,340,780,320 

2,445,170,601 

(104,390,281) 

Non-revenue freight. 


3,560,441 

1,428,530 

2,131,911 


Grand Total 

2,344,340,761 

2,446,599,131 

(102,258,370) 

Freight train miles. 


745,824 

819,502 

(73,678) 

Locomotive Miles 


Diesel locomotives: Freight. 

Switching - Train . . . 

Yard ... 


758,620 

91,998 

250,572 

858,602 

99,576 

294,156 

(99,982) 

( 7,578) 

( 43,584) 


Total 

1,101,190 

1,252,334 

(151,144) 

Work service. 


9,079 

6,336 

2,743 
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BESSEMER AND LAKE ERIE RAILROAD COMPANY 
Comparative Statistics on Operations 1972 vs. 1971 Continued 


Increase 


Car Miles - Freight service (in thousands) 

1972 

1971 

(Decrease) 

Loaded . 

29,874 

33,700 

(3,826) 

Empty. 

17,070 

17,102 

( 32) 

Total car miles. 

46,944 

50,802 

(3,858) 


Revenue freight: Tons per car - North. 


68.70 


64.35 

4.35 

South . 


85.43 


82.29 

3.14 

Total. 


77.33 


72.80 

4.53 

Miles hauled per ton - Revenue freight. . 


81.84 


85.64 

(3.80) 

Revenue: per ton. 

$ 

1.538 

$ 

1.559 

$ (.021) 

per ton mile. 

$ 

.0188 

$ 

.0182 

$ .0006 

per train mile. 

$ 

58.99 

$ 

54.33 

$ 4.66 

per loaded freight car mile . . . . 

. $ 

1.4728 

$ 

1.3211 

$ .1517 

Per mile of road: Freight train miles.. 


3,390 


3,708 

(318) 

Locomotive miles transportation service. 


5,005 


5,667 

(662) 

Freight service car miles. 


213,382 


229,873 

(16,491) 

Ton miles - Revenue freight. 

10,639,911 

11,064,120 

(424,209) 

Freight revenue. 

$ 

199,989 

$ 

201,458 

$ (1,469) 


Mileage of Road Operated at Close of Year 1972 



First 

Track 

Second 

Track 

Passing 

Tracks, 

Crossovers 

and 

Turnouts 

Switching 

Tracks 

Miles Miles 

of of 

Way Yard 

Owned and Operated: 






Conneaut to North Bessemer 






(via K.O. Line). 

139.46 

35.36 

16.12 

48.41 

111.07 

K.O. Jet. to K.Y. (via Shenango). 

12.05 

1.91 

.70 

1.60 

19.65 

Erie to Cascade. 

.90 

- 

.43 

- 

2.03 

Wallace Jet. to NA Tower. 

8.37 

- 

1.15 

2.52 

- 

Meadville Jet. to Meadville. 

15.39 

- 

.55 

2.06 

- 

Branchton to Hilliards. 

10.23 

- 

.25 

2.10 

- 

Queen Jet. to Dewey. 

. 20.37 

- 

.71 

4.35 

— 

Operated Under Trackage Rights: 






Cascade to Wallace Jet. 






(Norfolk & Western R.R.). 

12.20 

- 

- 

4.33 

- 

North Bessemer (Union Railroad Co.). . . . 

1.29 

.34 

.09 

13.11 

- 

Dock No. 4 - Conneaut, Ohio 






(P&C Dock Co.). 


- 

- 

- 

.31 

Total Mileage Operated December 31, 1972 . 

. . 220.26 

37.61 

20.00 

78.48 

133.06 
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